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Since the early 1980’s, companies have
increasingly recognized the value of Activity
Based Management (ABM) information sys
tems to meet the needs and demands of man
agement and operational people. In fact, the
number of companies embracing ABM sys
tems has grown significantly, from 3000+ in
1994 to more than 10,000 today. Recognizing
a need to understand best practices and how
they are changing, this conference highlights
leading-edge strategic cost management and
the findings of recent landmark research
efforts.
The second annual AICPA/CAM-I
Industry Symposium will be held July 15-17,
1998, at The Westin Tabor Center in Denver.
This year’s event will highlight the two land
mark industry studies on best practices in
ABM conducted by the American
Productivity and Quality Center (APQC),
Arthur Andersen and the Consortium for
Advanced Manufacturing-International
(CAM-I).
These industry studies were conducted
over the last several years and have identified
the strengths, weaknesses and results compa
nies have experienced implementing ABM.
The research includes comprehensive surveys

completed by over 300 organizations and site
visits to 28 organizations that have achieved
high levels of success in their ABM initiatives.
KEY TOPICS OFFERED AT THIS
CONFERENCE

• An overview with details of the best prac
tices across industry in ABM
• Utilizing target costing to design out cost
• Making performance management systems
work
• Using capacity measurement to improve
financial performance
• Linking ABM to your organization’s critical
strategic initiatives
• Generating value through ABM
Five different individual all-day work
shops will provide a key learning opportunity
and an exploration for those unfamiliar with
the topics of the conference. While the work
shops are optional (Wednesday, July 15th),
the topics and discussions will provide the
foundation for advanced cost management
competency.
For registration information, call the
AICPA Member Satisfaction Center.
800/777-7077

Results From Faxback Survey
In the Jan. 1998 issue, we put in a faxback
survey asking for your feedback on the
AICPA Competency Model Project.
Specifically, we asked you to identify the
three competencies that you believed to be
the most relevant to you in your role as a
finance professional. We received over 160
responses with some very interesting results.
The top three competencies according to the
survey were:

1
2
3

Strategic Thinking and Planning
Financial Analysis
Budgeting, Forecasting and Business
Planning

The results of the survey are in agreement
with other surveys done by the AICPA in
other venues, such as at industry conferences.
Consistently, the surveys show that you are
continued on page F3
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AICPA/Beta Alpha Psi to Start Student Activity Database
The AICPA and Beta Alpha Psi, the national accounting fraternity,
are working collectively to create various databases of information
relevant to student activities. These include a database of speakers
and topics for presentation to high school/college student groups
and a listing of scholarship and internship opportunities.
The AICPA recently introduced a student affiliate membership
category and has over 4,000 student members to date.
Communication of membership is facilitated through the use of an
on-campus champions educator network.
Beta Alpha Psi has chapters on 235 campuses. Each chapter
conducts regular chapter meetings. Speakers from local companies
talk to members regarding professional development and business
awareness issues.
The students and educators want contact with industry repre
sentatives in their geographic regions. Please help us help them to
reach you.
If you respond to our request by fax or e-mail, we will broad
cast e-mail a list of all potential speakers to our chapters and oncampus champions. With summer approaching, it would be next fall
before you could expect any requests. Our student members are
bright, hard-working individuals interested in any knowledge or
pointers you have to prepare them for their careers in accounting.
Also, if your company/organization offers scholarship or
internship opportunities, we would greatly appreciate your help in
providing us with the details of the award and/or position.
Thank you in advance for your assistance!

Contact person:
Company name:
Address:

Telephone:
E-mail:

Fax:
Web site:

Company description:

Intemship/scholarship information:

Possible topics for discussion to student group:

Attach additional pages if more space is needed and return the
completed document to Elizabeth Walsh via e-mail or fax.
ewalsh@aicpa.org

212/596-6292

The Management of Intellectual Capital:
The Issues and the Practice
This paper reviews many of the issues surrounding the growing
interest in managing and measuring intellectual capital (IC). Over
the past two decades a number of organizations have come to realize
the overarching importance of IC in providing them with a means of
achieving competitive advantage in the current economic environ
ment. In order for organizations to capitalize on their knowledge
and truly become learning organizations, they must begin to manage
their IC, which includes all of the knowledge that has produced or is
capable of producing value for the enterprise. Many organizations
have recognized that the key to streamlining their enterprises and
improving their agility lies in exploiting and nurturing IC.
This Issues Paper defines and discusses the issues of intellec
tual capital and its management. It addresses why organizations
consider this to be a strategic advantage, delineates the classes of
intellectual capital, and reviews some of the efforts being made to
manage and measure intellectual capital in organizations.

Managing IC, like managing knowledge, is not easy.
Organizations must find ways to identify and to leverage existing,
as well as create new, IC. Indeed, managing IC is still an experi
mental exercise for most organizations and, while much is being
written in the area, the practice is still in its infancy. Some of the
issues central to the debate on whether and how to manage IC need
to be discussed with “audiences” throughout organizations.
Several of these issues, also addressed within this paper,
include:
• What does the language mean, i.e., what are intellectual capital
and intellectual assets and in what way do they relate to earlier
efforts in areas such as human resource accounting?
• How does knowledge management (KM) differ from intellectual
capital management (ICM) and does the difference matter?
• What contributions can financial professionals make to ICM?
continued on page F4

Published for AICPA members in internal audit. Opinions expressed in this CPA Letter supplement do not necessarily reflect poli
cy of the AICPA.
Pamela Green
John Morrow, director
Ellen J. Goldstein
supplement editor, project manager
Industry & Management
CPA Letter editor
212/596-6034; fax 212/596-6025
Accounting, 212/596-6085
212/596-6112
e-mail: pgreen@aicpa.org
e-mail: jmorrow@aicpa.org
e-mail: egoldstein@aicpa.org

AICPA

May 1998 • The CPA Letter/Internal Audit

Value-Added Auditing Services Conference A Success
George R. Aldhizer, III, CPA, Ph.d, Asst. Prof. ofAcctcy, Northern Kentucky University
The Value-Added Auditing Services Conference held in Orlando on
February 2nd through 4th was a huge success. It attracted over 300
participants from public accounting and private industry. Some
organizations view internal audit as a non-core business function.
Thus, it is critical for internal auditors to justify their existence by
providing real value to their organizations. Proactive implementa
tion of the service areas addressed at this conference may not only
strengthen existing internal audit functions, but also may offer new
revenue sources for accounting firms.
The conference offered multiple tracks including: (1) critical
business issues, (2) auditing advanced automated systems, (3) the
auditor as consultant, and (4) innovative auditing techniques. The
following is a brief discussion of some, but not all, of the topics pre
sented at the conference.
Auditing corporate ethics programs represented a critical busi
ness issue. Although most companies have internal codes of ethics,
many ethics policies lack punitive repercussions. To combat this
shortcoming, some companies have hired ethics officers; however,
enhancing and enforcing a corporate ethics code appears to be a nat
ural extension of the internal audit function. Some companies have
implemented anonymous “hot lines” to encourage employees to
report ethics code violations. These hot lines also may be an excel
lent mechanism for discovering corporate fraud.
Auditing and controlling advanced automated systems such as
SAP R/3 applications, Peoplesoft Systems, and Oracle applications
were discussed. The conference also addressed the latest computer
assisted auditing techniques.
The consulting track included the auditor’s role in joint ven
tures, while innovative auditing techniques included auditing merg
ers and acquisitions and controlling risks in systems under develop
ment. “Due diligence teams” can assist management in identifying

joint ventures and mergers and acquisitions that will be profitable
not only for the corporation but also will maximize shareholder
value. With new systems development, auditors must be involved up
front in building effective controls. The alternative is to identify
control risks after the system is up and running when the cost of
implementing controls may be prohibitive and erroneous reporting
may have already taken place.
Control self-assessment was identified as an innovative audit
ing technique. Control self-assessment can be an effective tool for
assisting senior management in identifying specific business risks
that may jeopardize the company’s ability to achieve its strategic
objectives. Once these business risks have been identified and prior
itized, an annual audit plan should be developed. The audit plan
should include which projects will be performed internally and
which will be performed by accounting firms.
Another innovative auditing technique included construction
auditing. Auditing construction contractors and subcontractors may
result in after-the-fact cost recoveries that exceed the total annual
budget for the entire internal audit department; however, best prac
tices involve a more proactive approach such as: (1) using auditors
who are well trained in construction contract audits and are dedicated
exclusively to this area, (2) writing contracts that prevent problems
(i.e., including an audit clause and requiring all change orders to be
in writing), (3) using auditor trained project teams with individually
assigned responsibilities, (4) maintaining communication with the
contractor and project team throughout the project, and (5) perform
ing audit work early in the project. These preventive practices should
reduce the amount of after-the-fact cost recoveries. Although quanti
fying internal audit’s value to the corporation may be more difficult,
this proactive approach will save the corporation more money in the
continued on page F4

New Publications

The 60-Minute ABC Book: Activity-Based Costing for Operations
Management
By Timothy S. White, Chrysler Corporation

The Road to Excellence: Becoming a Process-Based Company
By The CAM-I Process Management Interest Group
Revised and Edited by Dennis Daly and Tom Freeman

This manual presents the concepts of activity-based costing in a
simplified and straight-forward manner. Specifically geared to
understand non-financial management, this book demonstrates
common-sense explanations of potential benefits of ABC. The man
ual includes an ABC Tutorial Diskette developed by Storage
Technology Corporation, which provides an in-depth description
and analysis of the ABC methodology for those individuals desiring
a more detailed understanding of ABC. Product No. 029867CLC5,
Price: $18 member, $20 non-member.
To order these publications, call the AICPA Member
Satisfaction Center.

The Road to Excellence shows you how to build your organization
into a streamlined, efficient business that increases the worth of
your most important asset: your customers. The manual discusses a
four-step program to migrate from a functionally-focused organiza
tion to a process-focused one. This includes learning to create a
process-focused organization by utilizing personnel, technology and
information, and requires every executive, manager and process per
former to consider customer needs in every function. Product No.
029868CLC5, Price: $27 member, $30 non-member.
continuedfrom page F2—Faxback Survey Results
concerned with looking at what will be—whether it is through
strategic thinking, numerical analysis or other forms of plan
ning. We will do our best to continuously respond to these

888/777-7077

needs. Thank you to everyone who participated in the survey.
Your input is truly essential to the success of the AICPA
Competency Model.
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FAXBACK: Useful Web Sites
The AICPA Industry and Management Accounting Team wants to
hear from you. We would like to know what Internet Web sites you
find most useful in dealing with issues that arise within your organi
zation. We would also like to know how you use the AICPA CEFM
Web site. The results of this survey will assist us in providing a list
of helpful Web site links to our members.
Please complete the following survey and fax it back to
Pam Green at 212/596-6025.
Which Web sites do you visit that you find most useful in dealing
with company issues? Why?

Of the Web sites you visit, which ones do you think are well
designed or visually appealing?

How often do you visit each of the Web sites mentioned?
____ daily
____ weekly
____ monthly

Do you currently subscribe to an online database service (i.e., best
practices, risk analysis, etc.)?
___ yes ___ no

Do you currently belong to an Internet mailing list or LISTSERV?
___ yes ___ no
If yes, which one?

Would you be interested in belonging to a mailing list or LIST
SERV? ___ yes ___ no

If yes, on what topics? (Check all that apply.)

__benchmarking/best practices
__ performance measures
__activity-based budgeting/management
__technology (Internet, Intranet), e-commerce
__knowledge management
__other________________________________________________

Have you visited the AICPA Center for Excellence in Financial
Management (CEFM) Web site?
___yes ___ no
What have you found to be most useful on the CEFM Web site?
Why?

If yes, which one?

How can we improve the site?
Do you plan to subscribe to an online database service in the future?
___ yes ___ no

If yes, which one?

continuedfrom page F2—Managing Intellectual Capital
• Does IC need to be measured and what kind of measures should
be used?
• Does information about IC need to be reported externally to
stakeholders?
• Are the different ways organizations have approached ICM
applicable to other enterprises?
Approaches to harnessing IC are varied because organizations
are unique. The way in which some organizations are approaching
this task and the tools currently available for analyzing IC are
reviewed in the text. Organizations discussed include those at the
forefront of IC development within the consulting, financial ser
vices, high technology, and health care industries.
The Issues Paper also suggests and reviews various key IC per
continued from page F3—Value-Added Conference
long run since some overcharges may never be recovered after-thefact because of threatened or actual contractor litigation.
Internal audit departments that lack specialized skills in one or
more of the previously discussed service areas may create training
opportunities for accounting firms. Partnerships between public
accounting and internal audit can create a “win-win" situation where
internal audit provides more value-added corporate services and public

formance indicators under the headings of organizational (struc
tural) capital; innovation and structural capital; human capital; and
relational (customer) capital. Finally, the author addresses internal
issues related to IC measurement (i.e., corporate culture, resources,
alignment with strategy) and communicating intellectual capital,
and presents challenges for organizations, managers and in particu
lar, management accountants.
The Management of Intellectual Capital: The Issues and the
Practice (Issues Paper #16) is available individually from the
AICPA (No. 028974CLC5) or as part of The New Finance: A
Handbook of Business Management (No. 028900CLC5).
Member Satisfaction Center, 888/777-7077

firms generate additional revenue sources. Replacing the adversarial
mentality of outsourcing with the partnership mentality of cosourcing,
pioneered by Deloitte and Touche LLP in the early 1990s, will go a
long way towards better equipping internal and external auditors to
assist corporate management in achieving its strategic objectives.
Hopefully, this will be the first of many AICPA/IIA joint spon
sored conferences.

